NEWS RELEASE

FOR RELEASE
Hunzelman, Putzier & Co., PLC today released an audit report on the City of Aurelia, fowa.

The City has implemented new reporting standards for the year ended June 30, 2004, with significant changes in
content and structure of the financial statements. The new financial statements now include a Statement of Activities
and Net Assets which provides information about the activities of the City as a whole.

Hunzelman, Putzier & Co., PLC reported that the City of Aurelia's receipts totaled $810.396 for the year ended
June 38, 2004, a one percent decrease from 2003. The receipts included $247,746 in property tax, $314,863 from
charges for service, $123,940 from operating grants, contributions and restricted interest, $73,477 from local option
sales tax, 312,566 from vnrestricted investment earnings, and $37,804 from other general receipts.

Disbursements for the year totaled $722,406, a thirty-seven percent decrease from the prior vear, and included
$103,849 for culture and recreation, $94,635 for public works, and $94,427 for general government. Also,
disbursements for business type activities totaled $257,489.

This report contains recommendations to the City Council and their indicated responses to the recommendations.

A copy of the audit report is available for review in the office of the Auditor of State and the City Clerk’s office.
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independent Auditor's Report

To the Honorable Mavor and
Members of the City Council
Aurelia, lowa

We have audited the accompanying financial statements of the governmental activities, the business type
activitics, each major fund. and the aggregate remaining fund information of City of Aurelia, Tov ra, as of and for
the vear ended June 30, 2004, which collectively comprise the basic financial statements of the City’s primary
government as listed in the table of contents. These financial statements are the responsibility of the City’s
management. Our responsibility is to express opinions on these financial statements based on our audit,

We conducted our audit in accordance with U.S. generally accepted auditing standards, Chapter 11 of the
Code of Jowa, and the standards applicable 1o financial audits contained in Government Auditing Standards. issued
by the Comptroller General of the United States. Those standards and provisions require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement,
An awdit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial staternent presentation. 'We believe our audit provides a
reasonable basis for our opinions.

As described in Note 1, these financial statements were prepared on the basis of cash receipts and
disbursements, which is a comprehensive basis of accounting other than U.S. generally accepted accounting
prineiples.

The financial statements referred to above include ostly the primary government of City of Aurelia, lowa,
which consists of all funds, organizations, institutions, agencies, departments, and offices that comprise the City's
legal entity. The financial statements do not include financial data for the City's legally separate component units,
which accounting principles generally accepted in the United States of America require to be reported with the
financial data of the City’s primary government. As a result, the primary govermment financial statements do not
purpoit to, and do not, present fairly the financial position of the reporting entity of City of Aurelia, fowa, as of
Tune 30, 2004, and the changes in its financial position and its cash flows, where applicable, for the year then
ended in conformity with accounting principles generally accepted in the United States of America..

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
cash basis financial position of the governmental activities, the business type activities, each major fund, and the
aggregate remaining fund imformation for the primary government of the City of Aurelia, as of Juse 30, 2004, and
the respective changes in cash basis financial position for the vear then ended in conform ity with the basis of
accounting described in Note 1,

As described in Note 13, during the year ended June 30, 2004, the City adopted Governmental Accounting
Standards Board Statement No. 34, Basic Financial Statements - and Management's Discussion and Analysis - for
State and Local Governments: Statement No, 37, Basic Financial Statements - and Management’s Discussion and
Analysis - for State and Local Governments: Omnibus: Statement No. 3%, Certain Financial Statement Note
Disglosures; and Statement No. 41, Budgetary Comparison Schedule - Perspective Differences.




In accordance with Government Anditing Standards, we have also issued our report dated September 21,
2004 on our censideration of City of Aurelia's internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts, and grants. That report is an integral part of an
audit performed in accordance with Government Auditing Standards and should be read in conjunction with this
report in considering the results of our andit.

Budgetary comparison information on pages 18 and 19 is not a required part of the basic financial statemenis,
but is supplementary information required by the Governmental Accounting Standards Board. We applied limited
procedures, which consisted principally of inquiries of management regarding the methods of measurement and
presentation of the supplementary information. We did not andit the information and express no opinion on it

City of Aurelia, fowa, has not presented Management™s Discussion and Analysis that acocounting principles
generally accepted in the United States has determined is necessary to supplement, aithough not required to be part
of, the basic financial statements,

Our audit was performed for the purpose of forming an opinion on the financial statements that collectively
comprise City of Aurelia’s basic financial statements. We previously audited, in accordance with the standards
referred to in the second paragraph of this report, the financial statements for the three years ended June 30, 2003
(none of which are presented herein) and expressed qualitied opinions on those financial statements, because the
financial data of a component unit was not included, Other supplementary information included in Schedules |
through 4 is presented for purposes of additional analvsis and is nof a required part of the basic financial
statements. Such information has been subjected to the auditing procedures applied in our aundit of the basic
financial statements and, in our opinion, is fairly stated in all material respects in relation to the basic financial
statements taken as a whole.
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CITY OF AURELIA
STATEMENT OF ACTIVITIES ANDNET ASSETS - CASH BASIS Exhibit A
AS OF AND FOR THE YEAR ENDED JUNE 30, 2004

Net {Disbursements) Receipts and

Program Receipts Changes in Cash Dasis Net Assets

Operating
Grrants,
Contrbutions, Business
Charges for  and Restricied Governmental Type

Drsbussemnents Seryice Intergag Activities Astivisies Total

Functions/Programs:
Govemmental Achivities

Pubric safety : $ 83354 % 739 % 0874 3% {37,151y % - $ (37
Public works 94,635 - 38,451 {6,184 -
Culmre and recrestion 153 349 14,011 14,615 {77,223 - {

19,742 - . {19,742) - (15,742)
94,427 . - (94,427) - (94,427)

Community and cconemic development
General government

Drebt service s A1 - B - {64910 - {64,910y
Total governmental activities 464.917 21,348 122940 (119,837 - (319637

Rasiness type activiies

Water 125894 - - 12,414 12414
Sgwer 116,001 - - 22,756 22,736
Sanitation 51,628 - - 864 364
Total business rype activities 283523 - . . 36,034 16034
Total 8 TI2A4D6 F 314,463 3 123,240 (319,637 36,034 {283,503)

General Receipts:
Property tax levied for:
166,315 -

{eneral purposes 6

Ermployes benefits 40,911 - 44,911

Debi service 40,320 - 40,320
Local option sales fax F3477 F3477
Special assessments 260:3 2613
Unrestnicted interest on investments 3,818 56

Hent
Electric utility contribution
Bank franclise tax
Misceilaneous

Totzl general receipis

Change i cash basis net assets

£.062
24,000
2,705

2074

362,342

371893

LA

43720

87,950

Cash basis net assets beginning of year,
as restaied 446 526 4964
12

Cash basis net asseis end of vear 5 490,141

L5
n
o

{Continued)



LAY OF AURELLSA
STATEMENT OF ACTIVITIES AND NET ASSETS - CASH BASIS
AROEAND FOR THE YEAR ENDED JINE 30, 2004

Program Receipts

Exhibit A
{Continued}

Net {Dishursements) Receipts and
Changes in Cash Basis Net Assets

Oprerating
(rants,
Contriboiions,
Charges for  and Restricted
Disursements  Serviee Inicrest

Cash Basis Net Assais
Restricted:
Streers
{3eht service
Local option sales tax
Employee benefits
£iher purposes
Unrestricied

T'oial cash basizs net assets

See notes o Bnancia! statememns.

-
H

Business
{overnmental Tvpe
Agtiviries Activities Tetal

5 25997 % -
12080 0,292
86,640 -
36,816 -

E2g]

19.227 -
339386 450,949

$ 490141 8 S41231 5 14




CITY OF AURELIA
STATEMENT OF CASH RECEIPTS DISBLRSEMENTS
ANDCHANGES IN CASH BALANCES
GOVERNMENTAL FUNDS
¥

ASOFANDFOR THE Y

Receipts:
Propedy tax
{ther tax

Licenses and permiis
Use of money and property
Intergovernmental
Special assessments
Miscelianeous

Total reeeipis

Culure and recreation
Community and economic developmen
General government
D3ebt service
Tota! disbursements

Excess {deficiency) of receipts over disbursements

Ciher financing sourees (uses);
Operating transfers in {out}

Net change in cash balances
Cash balances beginning of year
Cash balances end of vear

Cash Basis Fund Balances
Reserved for debt service
Unreserved:

Genersl Amnd
Special revenue funds
Total cazh basis fund balanees

Special Revenus

Local

Road Use Option

Dight

Other
Nop-major

Governmental

Exhibu B

{lenernd Tax Sales Tax Sarvice unds Total
$ 165594 & . g S 40004 5 40678 S 246366
921 - 73.477 226 233 74.857
1,103 - - . -
12,962 . - - 842
12,858 88,451 - - -
2,013 - - ; .
67,226 . - . 1444
262,677 88451 73477 43,197

71832 - -
17,539 _
98,429 . .
17.342 - 2,400
84,678 - .

289,820 322400

(27.143)

13322

(24,59%)

A N,

85,354
94,035
105,849
19,747
54,427

64910

464917

43,205

5 i2680

446,936

e

12080

$ 56843 § 490,141
$ - § 12080
- 339,386

56,043 1384673

§ 56043 § 4904

See notes to financial statements



CITY OF AURELIA

STATUEMENT OF CASH RECEIPTS, DISBURSEMENTS,

AND CHANGES IN CASILBALANCES

AS OF AND FOR THE YEAR ENDEL

Operating Receipts:
Use of money and property
Charges for service
Miscellaneous

Total operating receipts

Operating Disbursements:
Business type activities

Excess of operating receipls over
operating disbursements

PROPRIETARY FUNDS

JUNE 340, 2004

Enterprise Funds

Exhibit C

Non-operating receipts (disbursements):

Interest on investments
Debt service

Total non-operating receipts (disbursements)

Net change in cash balances
Cash balances beginning of year
Cash balances end of year

Cash Basis Fund Balances
Reserved for debt service
Unreserved

Total cash basis fund balances

Water Sewer Sanitation Total
% - $ 2856 § - 8 2.856
125,783 113,145 51,4486 200,374
111 . 182 293
125,804 116,001 51,628 293,523
92,746 42,428 50,764 185,935
33,148 73,576 864 107,588
5,254 2,976 A21 ¥,751
(20,734 (50,820) . (71.554)
(15,480)  (47.844) 521 (62.803)
17,668 25,732 1.385 44,783
297 774 168,573 30,109 496 456
§ 315447 $194305 § 31494 % 541241
§ 25000 § 65292 § - $ 90,292
280,442 129,013 31,494 450,949
§ 315442 §$194.305 § 31494 § 541241

See notes to financial statements.
&



CITY OF AURELIA
NOTLES TO FINANCIAL STATEMENTS
JUNE 30, 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

City of Aurelia is a political subdivision of the State of Towa loecated in Cherokee County. It was first
incorporated in 1870 and operates under the Home Rule provisions of the Constitution of lowa. The City
operates under the Mayor-Council form of government with the Mayor and Council Members elected on a2
non-partisan basis. The City provides numerous services to citizens including public safety, public works,
culture and recreation, community and economic development, general government services, and business
type activities,

A, Reporting Entity

Except as discussed below, for financial reporting purposes, City of Aurelia has included alt funds,
organizations, agencies, boards, commissions, and authorities. The City has also considered all
potential component units for which it is financially accountable, and other organizations for which the
nature and significance of their relationship with the City are such that exclusion would cause the City's
financial statements fo be misleading or incomplete. The Governmental Accounting Standards Board
has set forth criteria to be considered in determining financial accountability. These criteria include
appoeinting a voting majority of an organization's governing body, and (1) the ability of the City to
impose its will on that organization or (2} the potential for the organization to provide specific benefits
fo, or impose specific financial burdens on, the City.

These financial statements present the City of Aurelia (the primary government) and exclude all
caomponent units. The component unit discussed below is not included in the City’s reporting entity

atthough its operational or financial relationship with the City is significant.

Hxeluded Component Unit

The Aurelia Munieipal Electric Utility was established under Chapter 388 of the Code of fows, is
legally separate from the City, but has the potential to provide specific benefits to, or impose specific
burdens on the City. The Utility is governed by a five member board appointed by the Mayor and
approved by the City Council. The Utility’s operating budget is subject to the approval of the City
Council. Complete financial statements of the ndividual component unit, which will issue separate
financial statements, can be obtained from the Ultility administrative office,

Jointly Governed Organizations

The City participates in several jointly governed organizations that provide goods or serviees to the
citizenry of the City but do not meet the criteria of a joint venture since there is no ongoing financial
inferest or responsibility by the participating governments. City officials are members of or appoint
members to Cherokee County Assessor’s Conference Board, Cherokee County £911 Board, and
Cherokee County Solid Waste Commission,

B.  Basis of Presentation

Government-wide Financial Statements - The Statement of Activities and Net Assets reports
information on all of the nonfiduciary activities of the City. For the most part, the effect of
interfund activity hias been removed from this statement. Governmental activities, which are
supported by tax and intergovernmental revenues, are reported separately from business type
activities, which rely to a significant extent on fees and charges for services.

10



CITY OF AURELIA
NOTES TO FINANCIAL STATEMENTS
IUNE 30, 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

B. Basis of Presentation ~ (Continued)

The Statement of Activities and Net Assets presents the City’s nonfiduciary net assets, Nef assefs
are reporfed in two categories:

Restricted net assets result when constraints placed on net asset use are cither externally imposed
or imposed by law through constitutional provisions or enabling legislation.

Unresiricted net assets consist of net assets that do not meet the definition of the preceding
category. Unrestricted net assets often have constraints on resources imposed by management,
which can be removed or modified.

The Statement of Activities and Net Assets demonstrates the degree to which the direct disbursements
of a given function are offset by program receipts. Direct disbursements are those clearly identifiable
with a specific function, Program receipts include (1) charges to customers or applicanis who purchase,
use, or directly benefit from goods, services, or privileges provided by a given function and {2) grants,
contributions, and interest on investments restricted to meeting the operational or capifal requirements
of a particular function. Property tax and other items not properly included among program receipts are
reported instead as general receipts.

Fund Financial Statements - Separate financial statements are provided for governmental funds and
proprietary funds, Major individual governmental funds and major individual enterprise funds are
reported as separate columns in the fund financial statements. All remaining governmental funds are
aggregated and reported as non-major governmental funds.

The City reports the following major governmental funds:

The General Fund is the general operating fund of the City. All general tax receipts and other
receipts not alocated by law or contractual agreement to some other fund are accounted for in this
fund. From the fund are paid the general operating dishursements, the fixed charges, and the
capital improvement cests that are not paid from other funds.

Special Revenue:
The Road Use Tax Fund is used to account for road construction and maintenance.
The Local Option Sales Tax Fund is used to account for community betterment projects
financed by those funds.

The Debt Service Fund is utilized to account for the payvment of interest and principal on the
City’s general long-term debt.

The City reports the following major proprietary funds:
The Water Fund accounts for the operation and maintenance of the City’s water system.

The Sewer Fund accounts for the operation and maintenance of the City’s waste water treatment
and sanitary sewer system.

H
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CITY OF AURELIA
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

B.  Basis of Presentation - {Continued)

The Sanitation Fund accounts for the operation and maintenance of the City’s waste management
sysiem.

C. Measurement Focus and Basis of Accounting

The City of Aurclia mairdaing its financial records on the basis of cash receipts and disbursements and
the financial statements of the City are prepared on that basis. The cash basis of accounting does not
give effect to accounts receivable, accounts payable, and acerued ttems. Accordingly, the financial
statements do not present financial position and vesults of operations of the funds in accordance with
LS. generally accepted accounting principles.

Proprietary funds distinguish operating receipts and disbursemenis from non-operating items,
Operating receipts and disbursements generally result from providing services and producing and
delivering goods in connection with a proprictary fund’s principal ongoing operations. Al receipts and
dishbursements not meeting this definition are reported as non-operating receipts and disbursements.

). Budoeets and Budgelary Accounting

The budgetary comparison and related disclosures are reported as Required Supplementary
Information. During the year ended June 30, 2004, disbursements exceeded the amounts budgeted in
the public safety, general government, and debt service functions.

CASH AND INVESTMENTS

The City's deposits in banks at June 36, 2004 were entirely covered by federal depository insurance or by the
State Sinking Fund in accordance with Chapter 120 of the Code of lowa. This chapter provides for
additional assessments against the depositories to insure there will be no loss of public funds.

The City is authorized by statute 10 invest public funds in obligations of the United States government, its
agencies and instrumentalities; certificates of deposit or other evidences of deposit at federaily insured
depository institutions approved by the City Council; prime eligible bankers acceptances; certain high rated
commercial paper; perfected repurchase agreements; cestain registered open-end management investment
companies; certain joint investment trusts; and warrants or improvement certificates of a drainage district.

The City had no investments meeting the disclosure requirements of Governmental Auditing Standards
Board Statement Number 3.

12



CITY OF AURELIA
NOTES TO FINANCIAL STATEMENTS
JUNE 30. 2004

BONDS AND NOTES PAYABLE

Annual debt service requirements to maturity for general obligation bonds, and revenue bonds and notes are
as follows:

General Obligation Kevenue Bonds
Year Ending Bonds and Notes Total
June 30, Principal Interest Principal Interest Pringipal Interest

2005 $ 40,000 $ 22,890 $ 37,522 $ 33,961 $ 77,522 § 36,851
2006 40,000 21,150 39,908 32,373 79,998 53,523
2007 45,000 19,390 41,497 30,682 86,497 30,072
2008 43,000 17,387 43,022 28,926 88022 46,313
2009 50,000 15,363 45,574 27,105 95,574 432, 468
2000-2014 270,000 40,857 258,149 104,924 528,149 145,781
20152019 - - 312,700 45 6749 312,700 45,679
2020 - - 18,786 940 18,786 940
S490 004 $137.037 $797.248 23{14,590 31,287 248 3441 627

The resolutions providing for the issuance of the revenue bonds and notes include the following provisions:

a  The bonds and notes will only be redeemed from the future earnings of the enterprise activity and
the note holders hold a Hen on the future carnings of the funds.

b.  The City shall make annual water bond payments of $20,734, including interest at 5% per vear, to
the bondholder in years 1984 through 2020, inclusive.

¢.  Sufficient monthly transfers shall be made to separate water and sewer revenue sinking funds for
the purpose of making the principal and interest pavments when due.

d. Water and sewer revenue reserve funds will be maintained and consist of funds in an amount equal
to at least the maximum amount of principal and interest coming due on the bond and notes in any
succeeding fiscal vear.

The City has established the sinking accounts required by the water and sewer obligations,

CAPITAL LEASE PURCHASE AGREEMENTS

The City has entered into a capital lease purchase agreement to lease a Johnston street sweeper, The
following is a schedule of the future minimum lease payments, including interest at 4.05% per annum, and
the present value of net minimum lease payments under the agreement in effect at June 30, 2004;

Year Johnston
Ending Street
June 30, Sweeper

2005 $ 15,438

2006 15,438

2007 15,438

2008 15,438
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CITY OF ALIRELIA
NOTES TO FINANCIAL STATEMENTS
JUNE 30,2004

CAPITAL LEASE PURCHASE AGREEMENTS - (Continued)

Year Johnston
Ending Street
June 30, Sweeper
2009 15,438
2010 45,438

Total minimum lease payments 42,628
Less amount representing interest LLB3H

Present value of net minimum

lease payments $ 80,797

PENSION AND RETIREMENT BENEFITS

The City contributes to the Jowa Public Emplovees Retirement System (IPERS) which is a cost-sharing
multiple-employer defined benefit pension plan administered by the State of Towa. [PERS provides
retirement and death benefits which are established by State statute to plan members and beneficiaries.
IPERS issues a publicly available financial report that includes financial statements and required
supplementary information. The report may be obtained by writing to TPERS, P.O. Box 9117, Des Moines,
lowa, 530306-9117.

Plan members are required to contribute 3.70% of their annual covered salary and the City is required to
contribute 5.75% of annual covered payroll, except for police employees. in which case the percentages are
5.93% and 8.90%, respectively. For the year ended June 30, 2003, the contribution rates for police
emplovees and the Cify were 6.04% and 9.07%, respactively, and for the vear ended June 30, 2002, the
contribution rates for police employees and the City were 6.20% and 9.29%, respectively. Contribution
requirements are established by State statute. The City’s contributions to IPERS for the vears ended June
30, 2004, 2003, and 2002 were $9,502, $11,080, and $10,840 respectively, equal to the required
contributions for each year.

COMPENSATED ABSENCES

City emplovees accumulate a limited amount of earned but unused vacation howrs for subsequent use or for
payment upon termination, retirement, or death. These accumulations are not recognized as disbursements
by the City until used or paid. The City's approximate liability for eamed vacation pavable to employees at
June 30, 2004, primarily relating to the General Fund, is as follows:

Type of Benefit Amount
Vacation $4.826

This liability has been computed based on rates of pay in effect at June 30, 2004,

SOLID WASTE DISPOSAL AGREEMENT

The City entered into an agreement with the Cherokee County Solid Waste Commission, in accordance with
Chapter 28E of the Code of Jowa, to provide for the disposal of solid waste from within the City, For the
year ended June 30, 2004, $23,777 was paid pursuant fo the agreement.
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CITY OF AURELIA
NOTES TO FINANCIAL STATEMENTS

SOLID WASTE DISPOSAL AGREEMENT - (Continued)

State and federal laws and regulations require the Commission to place a final cover on its Jandfill site when
it stops accepting waste and to perform certain maintenance and monitoring functions at the site for thirty
vears after closure. The total costs 1o the Commission have been estimated at $1,094,195 as of

June 30, 2004, and the portion of the liability that has been recognized is $913,891. The Commission has
begun to accumulate resources to fund the closure costs, and at June 30, 2004 deposits of $180,158 are beld
for these purposes.

Since the estimated closure and postclosure care costs are not fully funded, the Commission is required to
demonstrate financial assurance of the unfunded costs. The Commission has adopted the dedicated fund
mechanism. The Commission obtained a local government guaranty from Cherokee County on June 10,
1997 for the purpose of financing the postclosure costs of the landfill,

INTERIFUND TRANSFERS

The detail of interfund transfers for the vear ended June 30, 2004 is as follows:

Aranster 10 Transfer from Amount
Debt service Special Revenuye:
Local Option Sales Tax $25.008

Transfers generally move resources from the fund statutorily required to collect the resources to the fund
statutorily required to disburse the resources,

SERVICE AGREEMENTS

The City has an agreement with Sanitation Services for refuse collection and hauling of solid waste and
recyclable materials. Payments under this agreement were $26,904 for the vear ended June 30, 2004,

RISK MANAGEMENT

City of Aurelia is exposed to various risks of loss related o torts; theft, damage to and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. These risks are covered by the purchase
of commercial insurance. The City assumes liability for any deductibles and claims in excess of coverage
limitations. Settled claims from these risks have not exceeded commercial insurance coverage in any of the
past three fiscal years.

HOSPITAL FACHATY REVENUE BONDS

The City has issued a total of $7,100,000 of hospital facility revenue bonds for Sioux Valley Memorial
Hospital under the provisions of Chapter 419 of the Code of Towa of which $6,095,994 is outstanding at
June 30, 2004, The bonds and related interest are payable solely from the revenue of the hospital and the
bond principal and interest do not constitute liabilities of the City.



12,

CITY OF AURELIA
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004

ACOUNTING CHANGE AND RESTATEMENTS

Governmental Accounting Standards Board Statement No. 34, Basic Financial Stalements - and
Management’s Discussion and Apalysis - for State and Local Governments; Statement No. 37, Basic
Financial Statements - and Management’s Discussion and Apalysis - for State and Local Governments;
Onmibus; Statement No. 38, Certain Financial Statement Note Disclosures, and Statement No. 41, Budgetary
Comparison Schedule - Perspective BHiferences, were implemented for the year ended June 30, 2004, The
statements create new basic financial statements for reporting the City’s financial activities, The financial
statements now include a governmert-wide financial statement and fund financial statements which present
information for individual major funds rather than by fund tvpe. Nop-major fonds are presented in total in
one column,

The government-wide financial statement reports the City’s governmental and business type activities.
Beginning net assets have been restated to include the allocation of the Internal Service Funds.

Governmental

Activities
Cash basis nef assets June 34, 2003, as
previousty reported $304,648
Internal Service Funds 142088

Cash basis net July 1. 2003, as restated



REQUIRED SUPPLEMENTARY INFORMATION



BUDGETARY COMPARISON SCHERULE QF RECEIPTS, DIS

CHY OF AURELIA

AND CHANGES IN BALANCES -
BUDGET AND ACTUAL (CASH BASIS) - ALL GOVERNMENTAL

Receipts:
Property tax
Other ety tax
Licenses and pernits
Use of money and property
Intergovernmental
Charges for service
Special assessments
Miscellaneous
Total receipts

Dishursements:
Public safety
Public works
Culture and recreation

Community and economic development

General government

Debt service

Capital projects

Business type activities
Total disbursements

Excess (deficiency) of receipts

over dishursements

Balances, beginming of vear

Balances, end of year

REQUIRED SUPPLEMENTARY INFORMATION
X N 5 B TinE
Budgeted
Governmental  Proprietary Amounts Fial to
Funds Funds Original Net

Actual Agtual Net and Final  VMarance

& 246,366 % - $ 246366 5 245086 % 1,280
74,857 - 74.857 60,000 14,857

1,103 - 1,103 1,100 3
13,804 11,607 25,411 31,500 {6,089)
101,309 - 101,309 123,093 (21,784
- 260,374 290,374 320,355 {29,981
2,013 - 2,013 7,000 (4,987)

68,670 293 68,963 49.400 19,563
508,122 302.274 810,396 837,534 {27,138}
85,354 - 85,354 84,670 {684)
94,635 - 94,635 119,518 24,883
105,849 - 105,849 119,495 13,646
19,742 - 19,742 30,500 10,758
94,427 - 94,427 88,325 (6,102}
64,910 64,910 23,982 (40,928

- - - 164,610 104,610

- 257,489 257 489 340,000 82,511
464,917 257,489 722,406 911,100 188.604
43,205 44 785 87,990 {73,566)  (161,556)
446,936 496456 043,392 1,241,472 298,080

S 490,141 S 541,241 $ 1,031,382 $1,167906 § 136,524

See accompanying independent auditor's report.
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CITY OF AURELIA
NOTES TO REQUIRED SUPPLEMENTARY
INFORMATION - BUDGETARY REPORTING
JUNE 30, 2004

In accordance with the Code of Towa, the City Council annually adopts a budget on the cash basis following
required public notice and hearing for all funds. The annual budget may be amended during the year
utilizing similar statutorily prescribed procedures.

Formal and legal budgetary control is based upon ten major classes of disbursements known as functions,
not by fund or fund type. These ten fanctions are: public safety, public works, health and social services,
culture and recreation, community and economic development, general government, debt service, capital
projects, business type activities and non-program. Function disbursements reguired to be budgeted include
dishursements for the General Fund, Special Revenue Funds, Debt Service Fund, and Proprietary Funds,
Although the budget document presents function disbursements by fund, the legal level of control is at the
aggregated function level, not by fund. During the year ended fune 30, 2004 the budget was not amenced.

During the vear ended June 30, 2004, disbursements exceeded the amounts budgeted in the public safety,
general government, and debt service functions.
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OTHER SUPPLEMENTARY INFORMATION
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 CASH BALANCES

mmmm&mxmmmg AL FUINDS Schedute |
ASQF AND FOR THE YEAR ENDED JUNE 30, 2004
Special Revenue
Library
Employes  Expendable
Benefits Trust Total
Receipts:
Property tax 5 40,678 $ - S 40,678
Other city tax 233 - 233
Use of money and property - 842 842
Miscellaneous - 1,444 1,444
Total receipts 40 911 2,286 43,197
Dishursements;
Operating:
Public safety 12,740 782 13,522
Public works 3,364 - 3,364
Cultare and recreation 5,921 1,499 7,420
General government 9,749 - 9,749
Total disbursements 31,774 2,281 24,055
Excess of receipts over dishursements 9,137 ] 9,142
Net change in cash balances 9,137 5 0,142
Cash balances beginning of vear 27,679 19,222 46,901
Cash balances end of year $ 36814 519,22 5 56,043
Cash Basis Fund Balances
Unreserved $ 36816 $19227 8§ 56043

See accompanying independent auditor's report.
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CITY OF AURTLIA
STATEMENT OF INDEBTEDNESS Schedule 2
YEAR ENDED JUNE 30,2004

Amount Balance Iszued Redeomed Balance Inierest
Date of Interest Originally  Beginning During During End Interest Due and

Obligation saue Raes lssued Of Year Year Yanr Pad Unpaid

General obligation bonds:
Sewer mmprovenient Apnl 1, 1999 430%-5.00% 5665000 3520000 0§ - $ 40000  $490000 324510 5 -

Revenus bond:
Water July 24, 1930 5.00% $349 700 £233,11% S .

&
0
e
-

o
oy

¥

Fd

e

[
i

e ed
)
o
2r
(2

44

'

Revenue notes

Rewer February 16, 1999 $E95.000 $425000 $ - 19000 $406,000 B is860 S -
Sevwar February 16, 1959 205,000 175 000 - 5,060 167,000 4,860 -
900000 5600000 g - £ 27000 8373000 §23320 0% -

Capital leases:

John Deere loader Fane 1, 1999 5.40 $ 61,603 g 20,449 - § 20440 % - b a5 g -
Johnston sieet sweeper Ceober 15, 2002 49 52,489 92489 - 11692 20,767 3,746 -
5184097 %311203 5 - I 32141 80797 5 3R41 5 -

See accompanving dependent anditor's report,
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Year
finding
Tune 340,

208
2006
07
2008
2008
G
2011
2012
13
2014

Interest

3.06%

CITY OF AURTLIA
BOND AND NOTE MATURITIES
YEAR ENDED JUNE 30 2004

Sewer Improvement
fgque ril 100K

Year
interest Ending

8 40000 2005

4.40 40,000 2006
445 45.000 607
430 45,600 2008
450 50,000 2609
4.65 50,000 2010
473 50,000 2011
4383 55,000 2012
490 5 2013
500 60,000 2014
215

$ 490,000 W15

2047
218
2018

Waler Revenye Bond
Issued hedv 24 19%0

Amount

£224.248
Pavment, including
mierest are
820 734 due each
Tuly 1 until
Juby 1, 2028

See accompanying independent auditor’s report.
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Revenue Notes

Sewer lmprovement
5693000
Issued February 16, 1999

Interest

Rales Amaunt

382% 3 20000
392 2600
392 22,0600
362 23000
382 23,000
322 23,000
382 26000
3@ 17000
392 ZR600
392 PAREEY
392 30,000
3.82 31000
392 22000
392 33,000
3.92 35,060

3 4686000

Sewer improvement

205,060

Interest

Ratas Amount
3.92% 3 8000
392 EREEN
392 3,000
392 9000
192 10,600
382 10,600
392 11,500
3.2 11000
3.92 12,000
392 12,800
392 12000
392 §3.000
34z 13,000
3.92 14,000
3192 14000

§ 167000

Scheduie 3

§ 22000
30,000
31,500
32,000
34,000
35,600

37,000

000

42,000
44,000
45,000
47,000
49,000

1

5 S73.400




CITY OF AURELIA
T OV T":.‘E"}“q

;

Receipts:
Propery tax
Qther city tax
Licenses and permits
Use of money and property
Intergovernmental
Special assessments
Miscellanecous
Total

Disbursements:
Operating;
Public safety
Public works
Culrure and recreation
Community and economic development

General government
Dbt service

Total

See accompanying independent auditor's report.
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2004

$ 246,366
74,857
1,103
13,804
101,309
2,013
68,670

Scheduie 4

2003

$ 246,564
61,543
1,271
13,586
117,266
7,914
48288

$ 808,122

5 496,432

$ 85354 $ 80,036
94,635 155,393
105,849 123,184
19,742 167,326
94,427 84920
64,910 88,023

$ 464,917 § 698,882
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Independent Auditor’s Report on Compliance
and on Internal Control over Financial Reporting

To the Honorable Mavor and
Members of the City Councit
Aurehia, lowa

We have audited the primary government financial statements of City of Aurelia, lowa, as of and for the
year ended June 30, 2004, and have issued our report thereon dated September 21, 2004, Qur report expressed an
unqualified opinion on the primary govermment financial statements which were prepared in conformity with an
other comprehensive basis of accounting. We conducted our audit in accordance with U8, generally accepted
auditing standards, Chapter 11 of the Code of lowa, and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Compiroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether City of Aurelia’s financial statements are free of
material misstatement, we performed tests of ils compliance with certain provisions of laws, regulations, and
contracts, noncomphiance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of
our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance that are required to be reported under Government Anditing Standards. However, we noted
certain immaterial instances of noncompliance that are described in Part I of the accompanying Schedule of

Findings.

Comments involving statutory and other legal matters about the City’s operations for the vear ended
Tune 30, 2004 are based exclusively on knowledge obtaned from procedures performed during our audit of the
financial statements of the City. Since our audit was based on tests and samples, not all transactions that might
have had an impact on the comments were necessarily audited. The cornments involving statutory and other legal
matters are pot intended to constitute Jegal interpretations of those statutes, Prior year statutory comments have
been resolved except for items {1-B-04 and [1-1-04.

Internal Control Over Financial Revorting

In planning and performing our audit, we considered City of Aurelia’s internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the financial
statements and not to provide assurance on the internal control over financial reporting. However, we noted
certain matters involving the internal control over financial reporting and its operation that we consider to be
reportable conditions. Reportable conditions involve matiers coming to our attention relating 1o significant
deficiencies in the design or operation of the internal contvol over financial reporting that, in our judgment, could
adversely affect City of Aurelia’s ability to record, process, swmmarize, and report financial data consistent with
the assertions of management in the financial statements. Reportable conditions are deseribed in Part | of the
accompanying Schedule of Findings.
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A material weakness is a condition in which the design or operation of one or more of the internal controi
components does not reduce to a relatively low level the risk that misstatements in amounts that would be
material in relation to the financial statements being audited may occur and not be detected within a timely period
by employees in the normal course of performing their assigned fimetions. Our consideration of the internal
control over financial reporting would not necessarily disclose all matters in infernal control that might be
reportable conditions and, accordingly. would not necessarily disclose all reportable conditions that are also
considered to be material weaknesses. However, the reportable conditions described above are material
weaknesses. Prior year reportable conditions have been resolved except for items 1-A-04 and 1-B-04.

This report, a public record by law, is intended solely for the information and use of the officials, employees
and citizens of City of Aurelia, and other parties to whom City of Aurelia may report. This report is not intended
to be and should not be used by anyone other than these specified parties.

We would like to acknowledge the many courtesies and assistance extended to us by personnel of City of
Aurelia during the course of our audit.

Should you have any questions concerning any of the above matters, we shall be pleased to discuss them
with vou at your convenience.

September 21, 2004
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CITY OF AURELIA
SCHEDULE OF FINDINGS

YEAR ENDED JUNE 30, 2004

Part I: Findines Related to the Financial Statements:

INSTANCES OF NONCOMPLIANCE:
Wo matters were noted.
REPORTABLE CONDITION:

1-A-04  Segregation of Duties - One hmportant aspect of internal control is the segregation of duties
among employees to prevent an individual employee from handling duties which are
incompatible. We noted that bank deposits, opening mail, recording receipts and disbursements,
checks and payroll preparation, and bank reconciliations are all handled by either of two
individuals,

Recommendation - We realize that with a limited nuraber of office employees, segregation of
duties is difficult. However, the City should review its control procedures to obtain the
maximum internal control possible under the circumsiances.

monitors operating procedures to obtain the maximum internal control possible,
Conclusion - Response accepted.

[-B-04  Electronic Data Processing Systems - During our review of mternal control, the existing
control activities in the City’s computer based systems were evaluated in order to determine that
activities, from a control standpoint, were designed to provide reasonable assurance
regarding the achievement of objectives in the reliability of financial reporting, effectiveness
and efficiency of operations, and compliance with applicable laws and regulations. The following
weaknesses in the City’s compuier based systems were noted:

The City does not have writien policies tor:
- Ensuring that only software hcensed to the City is installed on computers.
- Personal use of computer equipment and software.

Recommendation - The City should develop written policies addressing the above items in order to
improve the City’s control over computer based systems.

Response - The City Clerk is in the process of preparing policies for ensuring software installed is
maonitored and licensed to the City, and personal use of computer equipment.



CITY OF AURELIA
SCHEDULE OF FINDINGS

YEAR ENDED JUNE 30, 2004

Part 11 Crher Findines Related to Statutory Reporting:

[1-A-~04

I[-B-04

[1-C-04

11-13-04

[1-E-04

Official Depositories - A resolution naming official depositories has been adopted by the City.
The maximum deposit amounts stated in the resolation were not exceeded during the year ended
June 30, 2004,

Certified Budget - Disbursements during the year ended June 30, 2004 exceeded the amounts
budgeted in the public safety, general government, and debt service functions. Chapter 384.20 of
the Code of fowa states in part that public monies may not be expended or encumbered except
under an annual or continuing appropriation.

Recomumendation - The budget should have been amended in sufficient amounts it accordance
with Chapter 384.18 of the Code of fowa before disbursements were allowed to exceed the budget.

Response - The City Clerk closely monitors the balances in the Programs, and will amend in
sufficient amounts in accordance with the Code of lowa.

Conglusion ~ Response accepted.

Ouestionable Disbursements - We noted no disbursements that may not meet the requirements of
public purpose as defined in an Attorney General’s opinion dated April 25, 1979.

Travel Expense - No disbursements of City money for travel expenses of spouses of City
officials or employees were noted.

Business Transactions - Business transactions between the City and City officials or employees are
detailed as follows:

Name, Title, and Transaction
Business Connection Description Amount

Robert Forbes, Council Member,
owner of Forbes & Sons and
Sentinel publishing Supplies § 358

Richard Vogt, Mayor Real estate 53,500

In accordance with chapter 362.5(11) of the Code of lowa, the transaction with the Council
member does not appear 10 be a conflict of inferest since total transactions were less than $2,500
during the fiscal year. The transaction with the Mayor does not appear to represent a conflict of
interest because proper public notice was given of this proposed purchase and the Mayor abstained
from all discussions concerning the purchase,
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CITY OF AURELIA
SCHEDULE OF FINDINGS

YEAR ENDED JUNE 30, 2004

rart T Other Findines Related to Statutory Reporting: (Continued)

H-F-04

1-G-04

[1-Fi-04

[1-1-04

11-J-04

Bond Coverage - Surety bond coverage of City officials and employees is in accordance with
statutory provisions. The mmount of coverage should be reviewed annually to insure that the
coverage is adequate for current operations.

Council Miputes - No transactions were found that we believe should have been approved in the
Council minutes but were not,

Revenue Notes - The City has established the sinking and reserve funds required by the water and
sewer revenus note resolutions.

Deposits and Investinents - We noted no instances of non-compliance with the deposit and
investment provisions of Chapter 12B and 12C of the Code of Towa and the City’s investment
policy.

Excess Balances - The following funds have balances at June 30, 2004 in excess of one year’s
expenditures:

General
Special Revenue - Employee Benefits
- Local Option Sales Tax
- Library Expendable Trust

Recommendation - While it appears that these funds may have an excessive balance, this can
usually be justified if the City has a specific plan for future expenditures. The City should
consider the necessity of maintaining these substantiai balances and, where financially feasible,
consider reducing the balances in an orderly manner through revenue reductions.

Response - The City Council tries to maintain a close review of balances in the named funds. The
City did fower the amount levied for employee benefits, and the Expendable Trust is being used for
libwary expenses from donations. Logal Option Sales tax is used for community betterment,

onclusion - Response accepted.

o
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CITY OF AURELIA
SCHEDULE OF FINDINGS

YEAR ENDED JUNE 30, 2004

Part 1: Other Findines Related 1o Statutory Reporting: (Continued)

{1-K-04

T1-L-04

disbursements for services 1o a non-corporate entity or attorney exceed $600 in a calendar year.
During the year ended December 31, 2003 there were payments to one attorney totaling
$13.,245 but there was no Form 1099 issued.

Recommendation - The City should monitor yearly disbursements by vendor and issue a 1099 if

required.

Response - The City will monitor more closely yearly disbursements by vendor and issue 10995

when needed.

Conelusion - Response accepted.

Other Information Required by Farmers Home Administration Bond Resolution

Excess Insurance - The following insurance policies were in force at fune 30, 2004:

Expiration

Insurex Description Amount Date

Emgployers Mutual Property:

90% co-insurance $2.340,748 April 1, 2005
Employers Mutual Inland marine 537,439 April 1, 2008
Employvers Mutual Greneral liability:

Each occurrence 1,000,600 April 1, 2005

Aggregate 2,000,000 April 1, 2003
Employers Mutoat Auntomobile coverage:

Liability 1,000,000 April 1, 2005

Uninsured motorist 50,000 April 1, 2005

Underinsured motorist 50,000 April 1, 2005
Emplovers Mutual Linebackes:

Each occurrence 1,004,000 April 1, 2005

Aggregate 1,000,000 April 1, 2005
Emplovers Mutual Umbreta Liability:

Retained limit 10,000 April 1, 20035

Each occurrence 2,000,000 April 1, 2005

Aggregate 2,000,000 Aprilt 1, 2005
Employers Mutual Volunteer Fire Departrnent:

Blanket policy 5,000 April 1, 2005
Employers Mutual Workers” compensation

and employet’s Hability 500,000 April 1, 2005
Western Surety Public officials and

emplovees blanket bond 5,000 November 23, 2004
Western Surety Clerk/Treasurer surety bond 156,000 June 1, 2005
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CITY OF AURELIA
SCHEDULE OF FINDINGS

YEAR ENDED JUNE 30, 2004

Part 1, Other Findings Related to Statutory Reporting: (Continued)

N-L-04  Other Information Required by Parmers Home Administration Bond Resolution - (Continued)

Statistical Information

Water customers served at June 390, 2004 478

Water rates in effect at June 30, 2004
based oo a monthily rate:

First 167 units at $0.04377 per cubic foot
Next 333 units at $0.03818 per cubic foot
All over 300 units at $6.03682 per cubic foot

Penalty 1 W% per month
Sales tax 5%
Local option sales tax 1%
Monthly minimum 3731
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